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EEF

FROM W D. Anderson, District Inspector General for Audit, 8AGA

SUBJECT:  Council for Concerned CGtizens
Fair Housing Initiatives Program G ant ee
QGeat Falls, Mntana

At the r equest of the HID Ofice of Fair Housing Initiatives an d
Vol untary Prograns, we have audited GCouncil for Concerned G tizens'
operations of its four HID-fun ded Fair Housing Initiatives Program
grants. The purpose of our audit was to determne whether: (1 )
Fair Housing Initiatives Programfunds had been m sappropria ted and
used for purposes not intended wunder the grant agreenents; and (2)
the grantee had viol ated provisions of subcontractual agreenent S
paid for out of federal funds.

SUMVARY

To acconplish our objectives, we reviewed Council for Concerne d
Ctizens' accounting books and records, as well as HUIDs files .
Qur review also included interviews with Council for Concerne d
G tizens officials and personnel, and HUD of ficial s.

During our audit we did not find any m sappropriation of federa I
funds, nor any violations of subcontractual agreenents. However,

we have addressed a $10, 000 di spute between Council for Concerned

G tizens and one of its subcontractors.



At the conclusion of our audit , Council for Concerned Ctizens was

closing out their four HIDfun ded Fair Housing Initiatives Program
grants, and subsequent to our audit, GCouncil for Concerned C itizens
di ssol ved as a non-profit corporation. Because of these eve nts, we
have al so included infornation related to the close-out of Council
for Concerned Gtizens' four HUD funded grants.

BACKGROUND

Council for Concerned Gtizens, a non-profit corporation based in
Qeat Falls, Muntana, was established in 1982 for the purpose o f
reduci ng the causes of poverty through social, economc, an d
educational activities for the devel opnment of self-sufficiency
Gouncil for Concerned AQtizens ' central focus was on the reduction
and elimnation of prejudice and discrimnation by advocati ng and
defending human and civil rights secured by |aw Council fo r
Concerned A tizens works toward their purpose through civil rights
enforcenent and educati on.

Counci| for Concerned Gtizens was awarded four grants under HUD s
Fair Housing Initiatives Programfrom August, 1994 through O ctober,
1994. The Fair Housing Initia tives Program (FH P) was establi shed

as a denonstration program by the Housi ng and Communi ty Deve | opnent
Act of 1987 to strengthen HUD s enforcenent of the Fair Hous i ng Act
and to further fair housing. The Housing and Community Deve | opnent

Act of 1992 established the Fair Housing Initiatives Programas a
per manent program

Council for Concerned CGtizens' four HUDfunded Fair Housin g

Initiatives Program grants are listed below with specific gran t
i nformati on.

Grant Total
Grant Grant Office Date Time Grant
Number Name Location Awarded Period




FH400G93-00022 Education and Great Falls, Montana 08/17/94 18 mo. $116,191

Outreach

Initiative

$448,200

FH700G93-00041 Private Great Falls, Montana 08/17/94 2 yrs.

Enforcement Billings, Montana

Initiative Helena, Montana $447,666
FH900G93-00058 Fair Housing Bismarck, North Dakota 08/17/94 2 yrs.

Organizations Fargo, North Dakota

Initiative $430,858

Bozeman, Montana

FH700G94-00093 Private Havre, Montana 10/01/94 2 yrs.

Enforcement

Initiative
TOTAL HUD FUNDS AWARDED $1,442,915

MANAGEMENT CONTROLS

In planning and performng our audit, we considered the nanagenent
control systens in place over the grants' activities in order t
determ ne our auditing procedures and not to provide assurance on
managenent control s.

During our audit we determned which managenment controls wer
relevant to the audit objectives, and assessed the nanagenen
controls that ensured:

. G ant assets were saf eguar ded;

. G ant funds were properly expended,

. Rel i abl e accounting data; and

. Conpliance wth the terns and conditions of the Gan

Agreenent and with HUD regul ati ons and requirenents.

The followng audit procedures were used to evaluate the abov
controls:

. Interviews with auditee officials and staff;

. Revi ew of files maintained by the auditee;

. Tests and eval uation of the auditee's operating policies and
procedures as they relate to the identified rel evant control
and

. Revi ew of the auditee's accounting and admni strative record
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A significant weakness exists if managenent controls do not giv e
reasonabl e assurance that reso urces are used consistent with | aws,
regul ati ons, and policies; that resources are saf eguarded agai nst
waste, loss, and msuse; and that reliable data is obtained |,
mai ntained, and fairly disclosed in the financial statenents an d
reports.

During our review, sone managenent control weaknesses wer e
identi fied in the area of posting and reconciling accountin (¢
records and transactions. However, none of the weaknesses wer e
considered significant to affect the inplenentation of the fou r
HUD funded grants. Furthernor e, subsequent to our on-site review,
Council for Concerned Gtizens dissolved as a non-profi t
corporation, effective February 28, 1997. Because Council fo r
Concerned (dtizens' operations have ceased altogether, neede d
changes to Council for GConcern ed Gtizens' nanagenent controls are
no longer applicable, and are not being addressed in thi S
menor andum

RESULTS OF REVI EW

To acconplish our objectives, we reviewed Council for Concerne d
Ctizens' accounting books and records, files, and othe r
information maintained at their Geat Falls, Mntana offic e
| ocati on. W anal yzed accounting transactions and tested th e
accounting system of the grantee. The major operating area s
reviewed included: cash; payroll; travel; subcontracts; an d
i nventory. For each of these operating areas, we reviewed an d
tested selected transactions made during the audit period. I n
addition, we reviewed HUID files naintained for the grantee, as wel |

as HUD regul ations governing t he Fair Housing Initiatives Program
We also reviewed applicable rules and regul ati ons governing non -
profit organizations. VW also interviewed grantee officials
grantee Board of Director nenbers, sonme of the grantee's past and
present enpl oyees, third parties, and enpl oyees of HUD.

Qur audit period generally covered grantee activities from August

17, 1994 through June 30, 1996. W conducted audit work fro m Jul vy,
1996 through May, 1997. The audit was conducted i n accordan ce with
general |y accepted governnent auditing standards.

Overall, we determned that Council for Concerned Gtizens ha d
sufficient control over the op erations of its four HUD funded Fair
Housing Initiatives Programgrants.

Based on our audit, we did not identify any fraudulent activities.
However, we have addressed a $10, 000 di spute between the Counci I
for Concerned CGtizens and one of its subcontractors, which ha s



arisen because of conflicting interpretations of contrac t
provi si ons.

$10, 000 Di spute Wth Subcontractor

Council for Concerned Gtizens contracted wi th Mntana Hunman
R ghts Network, under HUD-fund ed grant nunber FH700@3-00041,
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for fair housing enforcenent services to be provided i
Hel ena, Montana. Under this contract, Mntana Human Ri ght
Network was to provide specific services for a specifie

anmount of $45,000. Because of conflicting interpretations of
contract provisions, a dispute over final paynment of $10, 000

resul t ed.

The purpose of this contract was for Mntana Human R ght S

Network to conduct enforcenment activities in Helena, Mntana.

The total contracted anount to be paid by GCouncil fo r

Concerned GQtizens to Mntana Human Rights Network wa s

$45, 000. The contract provided for the conpletion of th e

fol l owi ng tasks:

. Hre/train Program Coordi nator and staff;

. Pronot e awar eness of services;

. Recruit/train testers;

. Conplete Fair Housing Initiatives Program enforcenen t
| og;

. Submt financial expenditure report, witten quarterl y
reports, and final report of activities;

. Conduct rental, real estate, lending, & insuranc e
conpl ai nt - based tests;

. File conplaints; and

. Suggest renedies that pronote affirnmative marketing.

The contract provided that as tasks were conpl eted, paynents

to Montana Human Rights Network were to be nade, wthi n
specific periods of tine. The contract specified th e
fol l owi ng paynment schedul e.



PAYMENT SCHEDULE

TI ME AMOUNT
30 Days $10, 000
60 Days $5, 000
180 Days $10, 000
270 Days $10, 000
320 Days $10, 000

During the contract period, Mntana Hunman R ghts Networ k
carried out required tasks of the contract agreenent, and was
pai d $35, 000 of the contracted amount. Council for Concerned
Gtizens wthheld the final $10,000 contract paynent. A
di spute arose over the financial reporting requirenents of t he
contract agreenent at the end of the contract period.

Based on the contract agreenen t and the services provided, we

f ound:

. Gouncil for Concerned Gtizens contracted for certai n
servi ces;

. Paynent was based on the conpl etion of those services;

. Montana Hunman R ghts Network provided those services; an d

. Council for Concerned Gtizens accepted and reporte d

t hose services to HUD.

Subsequent to our site review, Council for Concerned Ctizens
and Montana Human Rights Network entered into an informa |
agreenent to resolve the $10,000 dispute. This informa |
agreenent was reached in an effort to satisfactorily close o ut
HUD- f unded grant nunber FH700@3-00041.

The informal agreenent provides for final settlement b vy
substituting certain revenue and equipnment in lieu of th e
$10,000 final contract paynent. Wth the conpl ete execution
of the agreenent, the $10,000 di spute between Mntana Huna
Ri ghts Network and Council for Concerned Ctizens will b e
satisfactorily resol ved.
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At the conclusion of our audit , Council for Concerned Gtizens was
closing out their four Fair Housing Initiatives Programgran ts, and
subsequent to our audit, Council for Concerned Gtizens dissol ved

as a non-profit corporation. Because of these events, we hav e
included the followng information related to the close-out o f
Council for Concerned Gtizens' four HUD funded grants.



Informati on Rel ated to the Cl ose-Qut of HUD Funded Grants

During the audit period, Council for Concerned Gtizens wa s
admni stering four HID funded Fair Housing Initiatives Progr am
grants. The four grants have since expired, and Council for
Concerned CGtizens has closed out the grants and submtte d
final reports for each grant to HUD. In addition, effective
February 28, 1997, Council for Concerned Gtizens dissol ved as
a non- profit corporation. Council for Concerned Gtizen s
appeared to be following orderly close-out procedures |,
including the satisfactory res olution of the follow ng areas:

. Departnent of Labor's overtine claim
. D sposal of office furniture and equi pnent; and
. Settlement of outstanding liabilities.

Following is a brief discussion pertaining to each of th e
cl ose-out areas.

Departnent of Labor's Overtine daim

In Novenber, 1996, the U S. Departnent of Labor requeste d
Council for Concerned Gtizens performa self-audit of their
pay practices to determne if they were in conpliance with t he
Fair Labor Standards Act. Based upon information from Counc il
for Concerned Ctizens, the determ nation was nmade that sone
enpl oyees were not exenpt fromovertinme for tinme worked over

a 40- hour wor kweek. GCouncil for Concerned G tizens was
requested to correct their pay practices by determning which

enpl oyees were inproperly paid. Based wupon thi s
determnation, GCouncil for Concerned Gtizens has initiate d
steps, within their financial capabilities, to settle overti me

clainms owed to those enpl oyees who were inproperly paid.

D sposal of Ofice Furniture and Egui pnent

Council for Concerned CGtizens purchased various offic e
furniture and equi prent throughout the tine period August :
1994 through August, 1996 under its four HUD funded Fai r
Housi ng Initiatives Program grants. Since Council fo r
Concerned CGtizens closed out their four HUD funded grants
and further dissolved as a non-profit corporation, Council f or
Concerned Gtizens nust properly dispose of its unneede d
of fice furniture and equi pnent.

In disposing of its office furniture and equi pnent, Counci I



for Concerned Gtizens has worked wth HUD. Council fo r
Concerned G tizens provided HID wth an inventory listing of
offi ce furniture and equi pnent purchased with Fair Housin
Initiatives Program grant funds, and informed HUD of it
action to donate the office furniture and equi pnent to ot her
fair housing organizations, as well as other non-profi t
or gani zat i ons.

”w«Q

Settl enent of Qutstanding Liabilities

According to Council for Concerned Gtizens' Articles o f
| ncorporation, as well as their Plan of D ssolution, upo n
corporation dissolution, the Board of Directors shall pay or
make provisions for the paynment of Iliabilities of th e
corporation.

In closing out the four HUDfunded grants, Council fo r
Concerned A tizens has coordin ated with HID to satisfactorily
di sburse any remaining Fair Ho using Initiatives Program grant
f unds.

The above itens are not being controlled under the Departnent' S
Aut omat ed Audit Managenent System Pl ease provide us with copies
of any additional correspondence relating to this nenorandum

V¢ appreciate the courtesies a nd assistance extended by the Ofice
of Fair Housing Initiatives Programofficials, HUD Rocky Muntain
Fair Housi ng Enforcenment Center officials, as well as Council for
Concer ned Gtizens officials and staff. Should you have an vy
questions, please contact Ernest Kite, Assistant District In spect or
Ceneral for Audit at (303) 672-5452.



DI STRI BUTI ON

Secretary's Representative, 8AS

D rector, Fair Housing Enforcenent Center, 8AEE

Drector, Ofice of Fair Housing Initiatives and Vol untary
Prograns, EEF (Room 5234) (4)

Drector, Admnistrative Service Center, 8AA

Drector, Ofice of Conptroller, Field Accounting D vision, 8AFF

Mont ana State Coordi nator, 8ES (2)

Assistant to the Deputy Secretary for Field Managenent, SDF
(Room 7106)

Audit Liaison Oficer for Fair Housing and Equal Qpportunity, EMM
(Room 5128) (3)

Acqui sitions Librarian, Library, AS (Room 8141)

Chief Financial O ficer, F (Room 10164) (2)

Deputy Chief Financial Oficer for Finance, FF (Room 10164) (2)

Director, Housing and Community Devel opnent Issue Area, U S. GAQ
441 G Street, NW Room 2474, Washi ngton, DC 20548
Attn: Judy Engl and-Joseph

The Honor abl e John Q enn, Ranki ng Menber, Commttee on Gover nrent al
Affairs, United States Senate, Washi ngton, DC 20515-4305

The Honor abl e Fred Thonpson, Chairman, Conmttee on Governnent al
Affairs, United States Senate, Washi ngton, DC 20515-4305

M. Pete Sessions, Governnent Reformand Oversight Commttee,
Congress of the United States, House of Representatives,
Washi ngt on, DC 20510- 6250

Senat or Byron Dorgan, P.Q Box 2250, Fargo, North Dakota 58107
Attn: Martin Fredericks

Congressman Kent Wllians, 33 S. Last Chance Qulch, Suite 2C
Hel ena, Montana 59601 Attn: Tom Lopatch

US GAO- Dallas Field Ofice, 1999 Bryan Street, Suite 2200,
Dallas, TX 75201 Attn: M ke Myebroff



